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BEFORE THE DEPARTMENT OF CORPORATIONS
OF THE STATE OF CALIFORNIA

In the Matter of Agency Case No.: 993-5066
THE CALIFORNIA CORPORATIONS OAH No. L2005020353
COMMISSIONER,

Complainant
DECISION

V8.

HEALTHWEST, INC.

Respondent

The Proposed Decision of the Administrative Law Judge, issued March 25, 2005, is attached
hereto and incorporated by reference as part of the decision of the Commissioner, including its
factual findings. However, the Commissioner supplements the Proposed Decision with the
following additional clerical corrections and additional Legal Conclusions:

Clerical Corrections to Proposed Decision

Page 2, Paragraph 10: “December 2, 1994 should be December 2, 2004.”

Page 3, Paragraph 11: “September 8, 1994 should be “September 8, 2004.”

Page 6, Legal Conclusion Paragraph 5: “section 312000 should be “section 31200.”

Legal Conclusion Paragraph 7

Further cause exists to deny the effectivencss of the franchise registration under Corporations
Code §31 115(b) for the following reasons: Respondent failed to disclose that the Marnin action
(Factual Finding #11 a), to which respondent defaulted, alleged unfair business practices, faise
advertising, and fraud; the Dhawan action (Factual Finding #1 1a) also contained similar
allegations, to which respondent likewise defaulted, including factual allegations substantially
more serious than disclosed in the circular. The undisclosed Mecum action (Factual Finding

#1 Ic), to which respondent also defaulted, likewise contains allegations of fraud regarding
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respondent’s return of deposits. The undisclosed Objecr Factory action (Factual Finding#11d), to
which respondent also defaulted, likewise contains allegations of fraud regarding respondent’s
return of deposits, i.e. claiming that respondent had promised to return deposits, bat failed to do
s0. The Commissioner finds that these misrepresentations by omission indicate a pattem of
uncontested claims by franchisees of fraudulent inducement, contractual breaches, non-payment,
or fraud, which reflects adversely on respondent’s business practices and on his relationships with
prospective franchisees, and would therefore be material to a prospective franchisee.
ORDER

Consistent with the Proposed Decision of the Administrative Law Judge, Respondent’s

appeal 18 denied and the Order Denying the Effectiveness of Franchise Registration Application

issued by the Commissioner on February 7, 2005 is upheld.

Dated: July 7, 2005

ANTHONY LEWIS
Acting Chief Deputy Commissioner
Department of Corporations
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BEFORETHE
DEPARTMENT OF CORPORATIONS

STATE OF CALIFORNIA
In the Matter of the Order
Denying Effectiveness of Franchise
Registration Application of: Case No. 933-5066
HEALTHWEST, INC, OAH No. 12005020353

Respondent.
PROPOSED DECISION

This matter regularly came before Samuel D. Reyes, Administrative Law Judge, Office
of Administrative Hearings, in Los Angeles, California, on February 25, 2005.

Edward Kelly Shinnick, Corporations Counsel, appeared on behalf of William P. Wood,
Corporations Commissioner (Commissioner), Department of Corporations {Department).

4, Manmehan (Mo) Singh Biring, M.D. (Biring) is respondent’s founder, chairman,
and majority shareholder. Dr. Biring represented respondent at the hearing,

This matter involves respondent’s challenge to an order issued by the Commissioner, an
Order Denying Effectiveness of Franchise Registration Application (Order), issued pursuant fo
Corporations Code' section 31115. The Order was issued on the basis of the Commissioner’s
determination that respondent had offered franchises for sale without prior registration or
exemption and that respondent failed to make required disclosures in the application for
registration. Respondent denies it has sold any franchises and denies it has faled to make
required disclosures.

Oral and documentary evidence was received at the hearing and the matter was submitted
for decision.

FACTUAL FINDINGS

L. The Commissioner issued the Order solely in his official capacity.

! Unless otherwise stated, all further statutory references are to the Corporations Code,



z Respondent is a California corporation formed on October 15, 2002. Its principal
place of business is 1999 Avenue of the Stars, Suite 1000, Century City, California.

3 Respondent 1s engaged in the business of offering members of the public the right
oo operate retail medical spas, or “medspas” which provide non-surgical dermatological
procedures that include laser hair removal, Intense Pulse Light treatments, Botox treatments and
microdermabrasion. It provides these services outside of Califonia pursuant to franchise
agreements.

4 Dr. Biring is licensed as a physician in the State of Califomia.

- 5 On August 13, 2003, respondent filed an application pursuant © section 311 t1
for registration of an offer 1 sell franchises for Inara MedSpa units for an initial franchise fee of
$75,000 and a royalty, payable monthly, of 5% of gross sales. The name of the franchise “Inaara
Medspas” is respondent’s trademark.

6. On July 7, 2004, the Commissioner issued an Order Denying Effectiveness of
Registration Application (First Order). In the First Order, the Commissioner concluded: the offer
and sale of franchises for the operation of medspas that includes laser hair removal, Intense Pulse
Light treatments, Botox treatments, and microdermabrasions constitutes the provision of medical
services and the owner must have a certificate fo practice medicine; respondent offered and sold
franchises, or purported “licenses,” t© Califomia residents without having registered the
franchise offer; and respondent violated contractual obligations o its franchisees or purported
licensees.

78 On July 14, 2004, the Medical Board of California provided an opinion to the
Department that operation of Inaara MedSpas, as propesed by respondent in its application for
franchise registration, would constitute the unauthorized practice of medicine.

8. On July 20, 2004, the Commissioner issued a Desist and Refrain Order
prohibiting further sale of medspa franchises without registration. In issuing the order, the
Commissioner concluded that respondent had made untrue statements of material fact and
omitted material facts from its registration application.

9. Respondent did not contest the First Order or the July 20, 2004 Desist and Refrain
Order.

10.  On December 2, 1994, respondent filed a second application (application)
pursuant to section 31111 for registration of an offer to sell franchises for Inaara MedSpas
offering the same non-surgical dermatological services. This application, unlike the first one,
stated the franchise offers in the State of California would be limited to licensed physicians.
Initia] investments were expected t range from $332,600 to $600,000.


















